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To Hig Honour, Henry Gockshutt, 


ALieutenant-Governor of the Provinee of Ontario. 


ay it please Your Honour: 

, Having been by Letters Patent directed to inqire 
into, consider and report upon, among other things, all 
power developments undertaken by the Hydro-Bleetric Power | 
Sommis sion of Ontario, and generally all matters of expendi ture 


and administration by the said Sommission: 


Soon after we began our Laon tes it was represented 
to us on behalf of he City of ¥Yort William that a s ituation 
existed in the Preniay Bay District whieh urgently demanded 
our attention. Bearings were amey vapor held by us at the 
Gities of Fort William and Port Arthur, and 1a tor at the 
Gity of Toronto. The verk of our engineers and acoountanta 
ia reapect of the Sons tyn¢$ 50m of the plant ont the 
hyd xaudie fon fares of the andorta king in the Thunder. Bay 
Dis pb! is no t yet sufficiently | er ina ap to exadie us to 
report hy’ th these mudgocts, bat we are now in & position tt 
yams per psy other features of the sou ba cde and 
yespestfully submit this report thereon. In our report we 
shall generally refer to the KydronB lec tr is Power Commis g ion 


of Ontario as the “"iLY DRO-ELEGTRIG GO MMIS SION", 
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‘In 1917 the Cities of Port Arthur and Fort William 
onker ed int tbe asual form of soutehet with the ityaro~ 
Blectric ‘dommis sion whereby the Gommission was authorised 
to Goustruct or ware hase worka for ‘the purpose of Supplying 
nowt wank unto tal ty binding itselz to pay for pips cout 
of the works dy paying & rate for power whieh would include 
cost ‘et operation, soat of bye, fatdvass on coBt, sted 
necessary ‘sinking fund and all other charges. 

0 i a Ai though the contracts came into force in Mareh, 
1918, whine ‘they wee {Feo} by the béuiel wiara, Port A'S tate 
aid no t pa in ‘to take power under the sontract until 

Decemb er, 1920. Fort William is a's under obligation to 
sake power ati August, patel when its contract with the 
Kamin’ etiquia Power Company, a private gorporation which 
geners tes power at Kakabeka Falla on ‘the Kaministiguia 
River, west of Fort William, expires. Prior to the time 
when these contracts were entered inte the Hyde oRlectris 
Commiagion had purchased oat from the Ka minds tienta Power 
Company for the C4 ty of Fort Ar tar « Phin contract would 
have expired in ple gig 1920, oat was extended to the 
following Roieher 

The price paid by the Hydro-Hlestric Commission 
to the Kaministiquia Power Company wae Fourteen Dollars 
($14.00) per ho rge-power at 22,000 volts and the price paid 


by Port Arthur to the HydroeSlectric Commission waa approximately 
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twenty Dollars (20 -00) per horse power. The price paid by 
Fort William was twenty Dollars (#20 600) por horse power at 


ens volta. 


In the errr ston whi oh t ook place pr lor 
to the submission to the voters, in Jamuary, 1917, of the. 
by-laws an thesenine the sontract between the municipslities 
and the Hyd ro Rles trie Commission, the site of the propoged 
development wae understood to be at Silver Pa, dis, & pointon 
the Kaninig tigate wa ifteen (15) wiles above the 
hevetopment of ate rou, Power Company and <nowm 
génernlly as Dog Lake, estimates of the coat of power, | 
based upon the dog Lake development, wore submitted by 
repr eventat ives of the uiphyl pe Nina sy hehe ay ion to Fort 
William and there ie no doubt that the development at Pog 
take wag the one in the minds of the electors when the 
vote was taken. name ve WF the eats of the Kydro~kioe trie 
Commission represented to the electors that the price of 
power, under the ne w contracts, would ve subotantialiy 
Lower than it wag anher the then oxtating agreements with — 


the Kaministiquia Power Sompany. 
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ole ia daia down in the Power Sommi¢aion Aot aa a 
prerequisite te. ‘the ue hinn of a eenirast between the Hydro-~ 


Bl ee trie Gonnission and a wunieipality thats 


"the Gemniaeiex Phat <osscetorntek to the 
corporation a etatement of the maximum price 
per horse power at whieh electrical power or 
energy will be guppliedss.and an estimate of the 
cost of constructing or providing o transmission 
line,” and that “the provisional contract ohall 
not be binding upon the corporation unless ami until 
& by~law approving the same has been submitted to 
and has roceivei the assent...0f the ol eetors 
gues 2408 te yer, on eter be atte | and the 


It was clearly the intention of the Legislature 
that the estimates and saximum price of power should serve. 
as a basis of the contracts between the manicipalities and 
the yd rook estric Sommission. It appears, however, that 
the Commigsion, almost from the beginning, adopt od a polisy 
of disregarding the terme of the det. The municipalities 
of Fort Williem and Port Arthur were never fwnished with 
eatimates atating a “maximum price” nor were the esticzates 
published with the by-law as required by the statute. On 
py ‘occas ton of sae second vote in Fort WA LER Ms the matter 
was the subject of Gommunioations between the ‘Commission and 
the ‘mun ieipality in whioh the latter wag advised by both the 


Secretary and the Chief Bngineer of ti Commisaion that: 
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"estimates must wot be included in the 
by-laws, but there ig no objection to publish 
ing the ostinated figures and any other ox 
planatory matters separate from the hte 

These matters are important." 

The effect of not ming the estimates a part of 
the by+law or publishing them with it probably was to render 
at impessible to hold the HydrowZlestria Gommission legally 
responsible for them. if the eatimates had been published 
with or formed a part of the by-law, they might have afforded 
@ ground for legal action if they were euceaded, while if 
the y vere ete iis, WA, G8 hah AY the by-law later validated 
by the Lerislature, this danger would be avoided, 

Ur. Pope, the Secretary of the Hydro-Electris 
Somnis ation, on being questionel by us, atated that the 
Hydro-Elestric Commission adopted the policy of not 
publishing the estimates with the by-laws on the advice of 
counsel. The advice of counsel is in our opinion no 
justi fication whatever of the failure of the Gommiasion to 
observe the iets term? of the Act. It is trustee for the 
‘pan fedoaritive and bound to protect their interests with 
serupulous aare. ie 5 * | eotimates formed the ‘Dasis for the 
agreemonts ami it should always have been willing to assume 


full responsibility for them. 
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fhe by-laws havin; been adopted and the contracts 
between the two munidaipalities and the Hydro~Rleetric Gom-« 
mission having been signed ani ratified, the next step was 
to begin work on the ievelopment. We have already pointed 
out that Dog Lake was the site that had been publiely ARMOUR GEd » 
but it appears. that before the announcement was made and the 
vote of the municipalities taxen, the thoughts at least of 
the Commi sg ion had been directed t Cameron Falis on the 
Nipigon River, a | Khat had long boas the subject 
of contention between ORY and private interests. The 
minutes of the Hydro-Blestric Commission ef September 20th, 
1916, atate that: 
| "The question of the subshigeion of estimates 
for the fy ply of power to Port arthur from 
NWipigon ond Silver Falls was diecus sed and the 
matter referred to the Attorney-General 
(Hon. Mrs tnoas) to ascertain what progress had 
been made in the matter of the leases of me 
“power site on the MNipigon.” 
fhe Minutes of the Gommigaion for December 19th, 
19% 5 contain Mr. Iucaa' reply. They stator 
. “@ommissioner Lucas assured the Board that the 
lease and option in connection with the Nipigon 


power situation had expired and the rights now rested 
in the Crown." 
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| iy ey time, however, that Hono vab1.6 Mire Lucas 
made this s tat onent to pee Hydro~Sleotrio Commission an 
advertisement of the Limi te adjoining Gaveren Falls had 
veon published, The advertisenent stated at 


"The owneceek tenierer shall be entitled +6 
evtain @ leses from the Orewn ween the usual terme, 
of some suitable water power either within the 
territory now offered ®r gale, or at some other 
suitable point within the Provinese, as my be 

greed upon between the guecenstul tenderer and 
oe BE AEA Oe of Ramdas Forests and Ming os" 


In response to this advertisment tenders were 
received tron COPPA & and Se be Marks for the Pie roid 
ond Black Sturgeon Lams Se respeotively. these tenders were 
nds avi ths and wa Sh She acceptance of Shenae tenders she 
Government beonme ree pons ible for pro vial ng wa ter power 
for the ited of the Limits. 


they elected ‘fake 


, a wat or power aite ‘on the 
Wipigen River and their selogtion appears to have been 
appro ved vy t he du varnnan’ « Prior to the venous Lens of the 
eae agreement ie mays 1917, war had assigned his | 

tne vorest Pe Garr sox who decane the “lessee of both ‘Limit tas - 
Bag <ste ik Then sir Adam Boor found that + the Government had 
given ny eight to he water power on the Sip igon River hid 


vay owners of she Mt ntigaht he went to oy #i11tam Hearst and 
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protested ageinat the action that had been taken and asked 
hat the right given be cancelled, Sir William Hearst took 
the matter ap with Varrick and. on Gotober loth, 1917, wrote 
to Yir Adam Beck that the only water powers available for 
the owners of the limits were those on the Hipigon Hiver, 
and ig the owners of the limite were excluded from the 
river they would have to secure power elsewhere. Sir. 
William Mearst added that, with the soncurrence of the 
Gommiagion he had assured Mr, Sarrigk that he aould aecure 


py” Gommieston to operate any — 
: ‘“ecté# In another letter to Sir adam 


Beck, dated June 4th, 1918, Gir Wilifam Hearst stated that: 


power from the By 


plant that he wi¢ 


"fhe Sovernment was able to arrange with re 

Garrick te release hia rights to a lease of the 

. (Re@esaary water powers on Gondition that the 
uececaary power would be supplied to him by the 
iydro~Klegtrie Commige ion, and that the Go vern~ 
mont could aot sons ider any plan for the jevolop- 
ment of the water powers at Nipigon without 
provision being mad@ to cupply the nocegesary 
power required for the operation of the plants 
demanded by the terms of the concessions in question." 


On thes conditions Mr. Garrick surrendered his 
rights to a wher power on the Hipigon and the HydrowElectrisc 
Sommi ssion wont In and established its development there. © 
the diantevten “was under no odligation to go te Hipigon. If 
it had not gp ne ‘in Mr. Varriek would have been at Liberty to 


develop the water powr on his own account. By going in and 
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taking the water power for itself the Commie sion aseuned an 
obligation to supply Sarrick and his assignees with eleétrie 
power nesegsary to operate any plant that wight be erected 
tO manufacture timber on thelr ¢oneessions, 

These facts are of epoeianl importance in view of 
the position taken by fir Adam Beek at the hearing before us 
that the Government had required the Mydro-Eleetr ic Commies ion 
to develop power at Nipigon and should therefore bear 


the large and increasing defieit arising from the present 


operation of ‘COPY: erected there. The communicea-~ 
tions between and Gir Adam Book and Garrick 


are matters of public record. 
The following is am extract from the evidence given 
before ua by Gir Williem Hearst on the eubjact: 


Qe ~ It might appear to some people that it was 
the Government who took the initiative in 
asking the Hydro to go shead with this develos- 
ment. Now, 414 the Government do that, or did 

_, She Hydro go to the Covernment ?" . 

Ae + Oh, the Hydro cane to the Go vernment ." 

_&» ~ The Hydro took the initiative?” 

- ~ The nee took the Saul gag yoo.” 


, The, Byiro-8) pate jo. Commis sion was trustee for the 
OL ties of Fort Wiliiem and Port Arthur, and. these eities were, 
wnder the contracts entered inte by them with the Hydro- 
Electric Joumis sion, responsible for meeting the eost of 
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bag.) 
the undertaking. if, threfore, Sir Adam Beck’s oen- 
. bemtion that the Government roquired the Hydro-Eleetris 
» Commission to make a more oxpensive development on tho 
Nipigon River inorder to provide power for the owners of 
» the Limits wers well founded, it ie clear that before ent ore 
ing upon thie underta ree the rye eotria Commission should 
have obtained frou the Government an undertaking on ite part 
ae indomni ty the Hytre~Hlectric Sonntesion for +a 
addition outlay it would ha vo to make, both in Sons nation 
aud operation, through ooupiying with the Government's ¥ O= 
, quest; or it should ha ve obtained from the owners of the 
sity limits. a firm a ereem to take ere the Hy dromB lec tric 
SO nims we 100 ha rate) BY the Commission was required to 
" previae for them. ‘tn dheevent “of Léa ot’ obta tatag’ a 
“guarantee from the Government or a fully secured contract 
"from the owners of the limite, 1t should have deolinea to 
make the eecuen development unless the munieipalities of 
Port Arthur and rah EALA amg akney Bava all the facts 
laid me Sere them had consented to ite doing 80 ; ae was 
: ote especial Amportance that it should do 80 because ita 
. repr es entativer, as we ha @ already pointed out, had announced 
that the deve lopment weuké be made at Do g bake where the 
sooth eg coat waa Three million dollars ($8,000,000 ) while 


the ostina ted cont ‘at Hipi gon was no re Shan ‘tour ‘times as great. 


4 weak point in the situation from the standpoint 
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of the HydrowBlectric Commission waa that while it mow 
became responsible for providing power fer the owners 

of the limite, the owner’ 6f the lindts were under no 
obligation to th ik power from the Commiasion, This fact 
led to much trouble tn the future. | 


mit 


_ Bafere the final decision, to establish the develoyp- 
mont at Gameron Falls was announced, Wr. Saby, Chief Rugineer for 
the Hydro-Blestric Yommiasion, submitted a report in which 
he made an estimate of the future demand for power, and 
recommended that the development be located at Cameron 
Falla, it is th ‘ve dred tht in his salculations he 
did not include the requirements of Garrick or his suceessors 
in title to the Black *turgeom and Pic River pulp dimi te, 
but bases his recommendation on tha prospective sale of 
power to other parties which he said a development at Dog Lake 
Sould not meet. asaya ON oeA He | 

The attitude ig the Hy dr onBioa tric Geunden ken iz 
shown in a letter which, in the following September, while 
nego Maiteus wit Cabriok wore proceeding, Ur. Popes the 
Beoretary of the Connission, wrote to Er. varrick. ‘In this 
letter Mr. Pope said: | | 7 

“Onlesa the Commission receives a definite contract 

for the supply of powor, 1% will be unable to son- 

Lah hile dios babeibiee aks aed Paberg' to provide 

Me. contrast with the Somuis ston wes ever ‘ma de 
by darrigk, and Ae appeare slear that the Aevelopnent at , 


Cameron yalis was made witheut veterence ey ‘the requirements 
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of the owners of the Black Sturgeon and Pie River Limite. 


, | Work on the hire at Sameron Falla was 
begun by the Rylve«Rlsetris Sommis sion in Deaenhar, 1918. 
The shld Aguconee progreneed: wADAAAD and om Bacember 20 thy 
1920, power fy om Gemoron Falls was supplied by the Bydro- 
Bleotric Sommis sion to the City of Port Arthurs ~My. Gaby's 
eatimates of a demand novi ‘tron 25,000 to 50,000 haps were 
far from voing PEache de For + he: year that ended Qetober 
Slat, 19a0y° the ya vou Yeety ts: Sinvte btn had only two 
customers for power, the munigipality of Port Arthur and 
the Bipigha rivke Ordre}. the latter being located 
at the mouth of the Nipigon River, about sixty miles 
northeast of Port Arthur. ‘The total amount of power 


sold that year was 10,853.53 h.p. 


The original contract be tween the purchasers of 
the Black Sturgeon and Pie River limite and the dovernment 
provided that development work was to be begun and 9400,000 
expended upon the limits by May 9th, 1918; but in VaMmMaAry, 
4918, Honourable Howard Ferguson, then Minister of banda, 
Forests and Mines, wrote to Garriox a letter in whieh he said; 


"Of agourse it is quite true that po wr 
ig the crux of the situstion and I realise 
until thie problem ia solved it is impossible 

for you to make regres ty: ° Under wen & ba rhea 
atances and unt! he power ie seve: 

underlining is oura) he hepavinen ¢ hans fairly 
agk you to make the other expenditures in conned~ 
tion with the erection of your mills." | 
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in May, of the same year, the HydroBleatric 
Commission not being in a position to furnish supply 
of powr, am extension of time fa the development of ti 
limits was granted. In this agreement it was provided 
that: 
pie 4 “The Grantee ehall not be called upon 
or required to perform or enter upon the 
performance of the terms, conditions, duties | 
or obligations, or any of them imposed or 
binding upon him, as in the gaid agreement 
(9th Kay, 1917) set forth, nor shall the pay- 
mont and expenditures referred to in the said 
agreoment o;any of them averue or be cha rge~ 
able against the Grantee; nor shall the Grantee 
be deemed to be in dny default whatsoever 
under the said agreement, until such time ag 
‘an adequate supply of @lectricsl power is 
mad@ avallable for the Grantee sufficient for 


- “the operation of the mills provided for in 
_ REG BA ee 
| Under this extension agreement therefore, the 
period within wh igh operations were to be exnens oh by 
the soncessionaires of the pulp Limits was extended until 
such time as van ndamats amount of electrical power is | 


mado available.” 


Shortly after this exteneion was granted the Black 
Sturgecn and Yi River limits passed out of the hands of 
Carrick, having been sold by him to a corporation known as 
the Great Lakes ‘Paper Gompany, Limi ted. Practically nothing 
had been done by Garrick upon the limits and nothing was 
done by his “meeessors in title, oe ‘Great Lakes Paper 
Company, the ‘ompany taking the po al tion ‘tit an adequate 
amount of power tor the milla had not been mado available 


and thet umtil it was available the y were not required to 
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proceed with development work » 


Various nerotiationsa took place between the 
(Ontario Government, the Hydro-Electr te Commiagion and the 
Gr oat Lakes Paper Company, and at one time it seemed likely 
that an agreement would be arrived at whereby dovolopment 
work would ve begun and power taken from the Hyd o~E2 Llectric 
Jommis sion, but in the end nothing came of the negotiations. 
The Griat Lakes Paper Jompany not only took the ground that 
power was no t available but tht, if power were available, 
it eae ‘Wh der no obligation to take it. It sontended that 
it had an option : : py but wae not compelled to 
exercise thet option. In short a situation that thould 


have been foreseen from the beginning was now reached. 


In May, 1920, the Honourable Mr. Raney, Attorney - 
Gene ra ey on behalf of the Province of Ontario, brought an 
action against the Groat Lakes Paper Company, Limi ted, for 
& declaration that the Great Lekes Paper Compa ny wag bound 
to tale power fx om the Nydro-Eleetris Commis ation. This 
action was defended by the Sompany and tried vy Mr. Juatica 
Rees who gave judgment against the Pro vines. In hig 


Judgment, he said: 


“My conclusion is that there is no doe ument 
which oan be construed as containing an agreement 
. 0m the part of Mr, Sarrick (or his successors) 
to take power from the Government, through the 

Sommission; that there is no justification 

for implying or inferring such an agreement 

on hig part.” 
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! Honourable yt ius as Speaking for the Hydro- 
Blestrio. Commis s jon, toox the ,Sround before us that, the 

Go vornme nt should not havo brought suit against the 

reat Lakes Company, but that At should have gangelldd 

She Gonsersions without invoking the powers of the. 
trite the Government, no doubt, had power to cancel | 
the concessions, and as it Gould not have been sued without 
‘the 00 ue an b, it mi ght seve Ateregarded any legal or equitable 
‘inde of the Groat Lakes Pampa ays But would At have been 
‘wien or _ duet to take such & course? Sefore bringing the | 
act io fom the Att opney-Genora } Submitted the matter to Mire 
George Re zsimeG,’ €) Puy 0.5 sino lnnes and Mr. Christopher 
GO. Robinson, K.6 +, &11 of whom were acting oy had acted 

for the Hydro-Elestric Gomis ¢ion, — in the slab given 

by thom, these gentlonen, in veferring to the question : as 

to whether the hoei stature or the do vornment should act 
independently ar the Gourts, said: 

"In our opinion, Seihae athe or exedn th ve 
action to enforce this obligation(te tax power) 
wen edhe be mess tiadies* a ~ by 

‘ re ‘Kilmer appears to have le ll ‘expressed a 

differ ont views but this wag after the matter had een | 
submitted to the dourta, and at would, aa the Lttorney= | 
General pointe: out, have boon manifestly improper for the 


Government, after ha ving submitted ‘the question to the rig bok 
to have refused to accept their decision. " 


After the judgment of Mr. Justice Rose, the 
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Government, in Vobruary, 1922 2. on tore: into a new agreement 
with the holders of the two Limi ts, whereby the Sonceselon- 
aires agreed to. 8 pend Yow Hundred thousand Dollars ($400, 000) 
before Pobruary 9th, ‘1924, and two wiliion Doiiars (2,000, 000) 
before Pobrwary 9th, 1925, in sons trusting pulp and paper miits 
and the necessary ‘aocessorios. the clause in the former ta 
agreement providing that power should be made available for 
the owners of the limits is omitted from the new agreement; 
and as matters now atand, power or no ‘peers the Great bakes: 
Paper Company has to spend $2,000, 000 and verfern other 
obligations before February Sth, 192, or Lose its property. 
Thue wae settled, for vel => ey Deing at bene S: the Astterene 
% 


between the wiv bokerd he Lindt holders. | 


ae have beat atuted ‘that in the year ending 
Ootoder ‘sist, 1921, the HydropRleatrio Commis ion had only 
two rustiners of which the Nipigon Fibre & Peper Sompany 
was one. The Wipigon Fibre & Paper @ompany had one singing “ 
it mever paid a single blll reniered to it by the ivdron 
Hieetric Gommiseion, and in October, 1921, it ceased operations. 
Shortly afterward it went inte bankruptcy and is still there. 
Among ite liadilities ig an asedunt due the Hydro-Electric 
Sommiagion of $42,000. Fortunately the HydroBlectrie Commission 
has @ bond of $40,000 from a responsible Guarantee Oompany so that 
nearly the whole of the debt up to Setober Slat, 1921, is ate 


to be recevered. 
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during the year 1922 the Nipigon Fibre & Paper 

Company, aovoraing to the atatements of the officerd of the 
Hy @ro-Bleotric Gomaken fon: wade. te ue, is being billed for 
8067 hopes at @24. per he rsepowor although it is. ta kine no 
powers! This ¢lais is va aed on the agreement of the Bipigon 
Fibre 4 Paper Company +s pay for a minimum amount ‘of power 
whether taken or note — cee wrt Khdbe pi ann pefore us by 
officials of the Hyiro-Electric Commission it appears that 
negotiations with new tavere ree that may take over the plant 
of the Wipigon Fibre & Paper Company have been carried on with 
"ar view to getting them to assume the past obligations to the 


Cdafeoay bus ne s wh agreement has been 


arrived at and the prospest of ever resovering ony part of the 


tytrenknes trie (Go 


ahiadlaes t for 19228 appers to be remote. fhe City of Port arthur 
is today the only customer of the Hydro-Eloctr io Commiasion 


that is takine power from it in the Thunder ney. District. 


_) fhe year that ended on the 3ist of last month 
(Le the firat full year of operation of the development at 
Nipigon, Tne finaneial statement for the year.is aot yet 
“ gomplete, but Br. G. %, Clarkson, the auditor £ the Uydro- 
‘8pesteie Power Commiasion Bae given as the statement of 
‘pPeceipta and expenditures for the first nine sonths of the 
year and & careful estimate for the last three monthas Kr. 
Glarkson's statement for the year which ended Sotober Fist, 


1922, is as follow: 
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‘Operation (imeluding direct mintenance 
oF end administration eeaahel tee aces she tidal’ 


Water Rental (based on 50% per horse= 
power for power delivered to Port 
APUUF) corse seeerereeernseeanss recess 4,886.00 


Tuterest on Ripigon development at 
(6626 and on original line and 
atat Son SeBBacrerererreryseoesarerers o6Qh tah ot 


) Reserve. tor renewals {on ‘edereciinta 
plant 1.023% of $45628,440077) ooseucee) 465061015. 


Reserve for contingencies (25¢ per. 
horge-power on power delivered to 
Port APEDUL) oeeresterersrennnanserecee gh 94 000 i 


; Fotat operating charges. ter eenar eee ++¥525,951.89 
Revenue i= 


- Rrom Po vt 


$256 per Wor 2) RUS 


From Hipigen ¥ibre é 
Paper Yo.(75% previcus 
maxdimanm lLowd)-.dsecswes 
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in his statement ure Clarkson places the amount 
that will be vewerves from Port arthur at $219,409.26, 
This ie estimited at $25 per horsepower, whereas Port arthur 
i@ paying only $20 por horsepower, which ig the rate that 
it paid before the construction of the Nipigon devolop- 
mont. It refusea to pay more and the Hydro-EBi eetrisc 
Commission has promised 4% power at thie rate on dertain 
conditions. I¢ Port Arthur should pay only $20 per horse~ 
power the reeeipt from that municipality would have to be — 
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reduce: by ve 001.86, ma the net deficit would be tne 


eveased by that amount. It will be noted that Mr Clarkson 
plased the receipts from the Hip lgon Fibre & Paper Gompany at 
$73,615.20. his Gompany, as we have already pointed out, 

ig dm liquidation and ita prospects dark. No part of the 

item credited in respeat of it has been paid and the full amount 
ef the item whould, in ow judgement, be eliminated frem the 
ypovenue - for thea present at any rate, if the revenue were 
dedreased by this esmounty the deficit would be ingreased by 

an ¢ qual amount and would amount to $304,522.61. If the power 
sold to Port Arthar be plaged at $20 per horae-powor, $43,831.86 
more would ndos Go fe Yaee to the deficit, making the 

‘¢otal dofieit for the year $348,404.47. With these changes 

the statement for the year ended Ceto ber Slet would be 

ag follows: 


A ® peor statement of Mr.Slarkson 
santas eeiugsvodas SVORseeenos bn aeestmene rs Pare 


from Port Arthur at $20 per horse- 
BREST tre pa 49 rocosecversrere sedi PabEleGe 


Dotieis for the y oar ++ +9546 ,404.47 


in the statement of expemditure no charge whatever 
“Se made for sinking fund, although the contraats with Port 
Arthur and Fort isin 3-0 eee that a forty: Lael ainking fund 
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~ BO = 
Commission hes no power to defer it; but whether deferred or 


mot it will have to be paid; if not now, thon hereafter. 


In s statement furnished to ua by the Bydro~ 
‘Elestric Commission the rate of interest payable by it 
“to the Government in respect of the Nipigon Development 
has been placed at 6 per cent. We are informed by Sir 
“Adam Book and other officials of the Hydro-Zlectris dom 
mission that ‘about Jomua ry, 1920, at a conference held with 
the Provineial Government verardine & éertain eoatract 
‘ for ‘the gale of power then und er discussion, it: was 
sugges ted tna (76 JoferYnont reduce the rate of interest 
“to 6 per cent. ‘Sir Adam Book and these officials state 
that ‘ihe preposad was agsented to by the Government. 
Eonourable Ky. Drury and other members of the Ga binet, who 
gppesred before us, state that the subject of interest 
“wes voterred © casually and thet there was no thought on 
“the jart of the Government of undertaking that the Province 
“should pay any part of it. Wr. Drury stated that ‘the 
Gowernment had no right to lower the rate, the hogislature 
having cont, rred on it no pewer to do 0. 
| | the interest rate pays ble to the Government is 
dealt with in sub-section ia of Bea. 15 of the Pewar Commis 2 ton 
| Aoty wh io roads as follows: 
nae “the dennis sion phail py ‘te the Reeders of 
) Onterio ammally interest on the indebtedness of 
the Gommiasion to the Pro vinee for moneys advanced 


to the Coumlasion by the frevines as may from time 
to time be determined by the Lient onant-Go vernors 
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in-Gounoil ag suffielent to reimburse the Provinee 
the full amount of interdst paid vy the Go vernmen ¢ 
On moneys raised for the purpeses of the Yommission 
and the charge? tneurred by 1t in vroviding such | 
? mo ney «" | 
fi | Sines isa, when the Statute was passed, the rate. 
hae been made up by the Government on the basis fixed by it. 
Although Sir Adam Beek atates that the arrangement 
to @harge the Hydro-Zlectric Commission only 5 waa made 
in damary, 1920, it ig @lear that when the rate for 1920 
was fixed at the end of that year it waa fixed at 6.2 per 
ont. This rate was assented to without question by the 
Hydro-Electrie Gonzission and cheque to sover it was given. 
by tho Hydroelectric Yommiasion to the Government. 
Apparently, no COPY and certainly nothing 
was done, to sucgast that the rate should be 5 per cent. 
until the end of Coto ber 1921, or nearly two years 
after the alleged promise of a 5 per cent rate wag made, 
At the end of 1921 the interest statement ‘ag between 
the dovernnent and on “Hydro=Bleotr te Commission was 
made “p “tn due oo ure e at 665 por eents, the rate being 
based upon the statutes “Instead ‘of paying this amount, 
however, the Myr onBLaotr ie Commis sion made up ‘interest 
and other ohar gee on the deste of sf per sont and char ged 
back te ‘tho: Coveranent all interest and charges over 5 per 
cont. whion ha d boon pata dy it to t he Government ‘4a the 
years. 1918, 1919 and 1920, this alleged ‘over-payment shih 
was char ged by. the HydvowBeotr fo Commie si on against the 
Government amounted se Gy hg? wre “Whe ther or not the | 


Laci vietire should ma ke a ny redution in the rate shaved 
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The Hydrosilectric Goemmission is a question for the Leeialature 
to, decide, It ia clear that no reduetion was made and the 
amount charged by the Government Was the amount due to it by 
the Commission. ir. Clarkson properly eomputes interest in 
his statement at the rate provided by laws 

| the yar omleetric Commission states that when it 
pate the Luterent to the Governnont at the end of 1921, ong 
of its officials handed to the Assistant Provineial Treasurer 
a statement showing interest computed at five per cont, and 
making tho dedustions above ‘roferred tO The representatives 
of the Joundseion state that vo Gomi sation’ s oheque for the 
amount it claimed was due, was received and that the accoun t 
of the Comat 55/0" HED By as Sbove, Was ‘wee dpted by the 
Assistant Treasurer and that the Government hos maa no 
claim againet the Commission: since that ‘time for any shortage, 
This statement is confirmed by testimony given before us by 
the Deputy teveknetal Sreasurer. The obvious and proper course 
would have been for the Assistant Treasurer to have e¢iven 
credit for the amount paid and at once to have demanded payment 
of the belanees it seoms unm aieseertord att 4 when there was 
a shortage of over $70,000 in: the: ‘payment the fn than: dhoula 
have been Aiheved : to Pest and penpelg hyo ‘eeoount shall | 
have been rondorod teh or ddmaad: for payuont made upon siiaahe 
the itydre~tLectrie : Commission einte: ‘that time. the 
Deputy Provincial Treasurer did not even bring the mattor 
to the attention of the Provinetel freagurer watil a fer 
nontha ages itis not easy to comprehend why such laxity 


Was shown except on tho ground that as the Hydro-Eleetris 
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 Gontmission fs a @epartmenut of the Government, the Deputy Treas~ 


‘urer assumed that its statements should be accepted as correct. 


Lf thie ‘terms of the agreement between the Hydro- 
Blectric Commission and the Gity of fort arthur were carried 
out, Port arthur would have to pay pee entire defieit in the 
form of higher rates for power, but if it did so, ite rate 
Would be more than $60 per horsepower - a rate whieh it is 
_ ghear it could not PRYs Bre Ge Ts Clarkson, the awiitoy of 
the Hydro-Slectric Comahagion, states that the Commission has 
_ Be funds out of which to meet the Geticit, Sir rene: Aeek 
_ sa reply to our inquiry as to hew the deficit should be me t 


. foo the poskes Sekar Yo » have already desoribed and paid: 


.... .....“i think the Government is morally bound to 
po “geeome that out and out al together.” hi 


, Queation: “Asaume 1% and pay it out of what?* 
Answer: "Out oF the Treasury of tho Provines of 
“Ontario*™ — 
Mir Gaby, the Ghief Engineer, takes a different 

i dentaiana ‘ac the following extract from bis evidence shows: 
‘Question: “You would net suggest that the Govern- 
ment should take over this deficit and pay it off 
end not leek to the Syatem to make it good?* 
* Angwert "Ho, I would net do that. I would 
_ fey in time the System should make good its 
defieit in the darlier years, and the statement 


_.. w@ have prepared shows it wiii net rt Ree roars 
~"“petore it will be overtsken.s* °° 


“Mr, Matthows, Bayor of Port arthur, takes the game 
“position ‘as Ur. Gavy. He expresses the opinion that the 
Syetem ebuld and would dubstantially meet all its obligations 
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if aad Government would carry the prevent deficits in a 
susp: mae account. i. worris, speaking for Fort Willian 
expressed a different view. Re gaid: 
“"Wthe Province, wo think, should write off 

er absorb a lot of the capital expenditure 

on that developmont.” 

de have elroady stated our reasons for arriving 
at “the ‘opinion that no obligation $0 “pay eff or absorb the 
defioit ‘Seati upon the Government of Ontario. ‘It ada not 
request the Hydro=flectrio Commission to make the deve lop- 
ment at Nipigon - The Gommissien made it of its own accord, 

in, the whole history ef the iydrowiilectrie Ceu~ | 


miagion this is the first oseasion on whieh it has stated 


that et eo OP a whieh it acts cennot eet the 
Obligations un the Provinglal Government on 


their behalf and that the deficit will have to be taken 
as Sir Adam Beck puts it, "out of the Provingial treasury." 
Sut from whatever cause the Fipigen development . 
Game to thig stato, such ig the state to whieh it has now 
come. the HydromSlectri¢c Commission cannot meet the 
deficit. The municipality of Pert Arthur camnet oarry the 
burden. There is only cone other seurce te whieh to look 
and that is the Frevince of Ontario. it borrowed the 
money for the Sydrowileotrie Gommission, It signed the bonda; 
and, Willingly or unwillingly, it will have to meet the deficit. 
The, obligation ineurred by. the Provinee tor the Nipigon Develop- 
ment has proved te be a very real and a very serious one... 
She deficit now existing is but a beginuing. It 


will grow year by yoar and may reach @ miliion dollars. . 
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It will, in our opinion, gertainily reach olose to three- 
quarters of a million, More capital must be advanced by 
the Province for additions to the plant to enable it to 
supply future demands for power, its capacity now is 
about 25,000 hep» Up te Sstober Slat last the Province 
has. a6 Vans 
that $6,478,.00 more, or $15,000,000 in all, will be re- 


od for capital $6,522,000, Mr» Gaby estimates 


quired to complete the works 


Gur Gonsulting Sxginoor, lirs Walter dseFrancia, O.%., 
hes prepared for us a very clear and illuminating study ef the 
economics of & ©) System. The results of the study 


oar 


show, as lir, ?ranels points out, hot only the present con- 

dition of the economics but also the conditions whieh will 

result in the future according to the manner in whieh the. 

variable factors may be dealt with. In prpparing hig diagrams 

Hr, #reaugis has, at our request, taken after consideration 

the forecasts of power demand furnished to us by Mr. Gaby. 
fm Qiagram 5, prepared by Bry francis, it is, 

acatmed thet the price for power to the municipalities is 

' f20 per horsepower and to pulp mills (16, per horsepower; 

| ond, that. bOf. per horsepower generated is. paid to the 

Government for water rental, and that the interest rate on 

| the gepital expenditure is to be calculated at 6+2 per 

GOPR. POF ROMER, Chmtnsehing $e. 6. per centr, and the interest 

| on the accumulated deficit at 5.5 per cent. per anaum dimin- 

ishing te Sper cent, These conditions are the most favorable 


which wo think they are justified in taking as a basis of 
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wo ah a 
Galoulation, The diagram shows that if these conditions 


are realized there will be an sini ged dafieit, whigh 


witt Ga 1926 amount to ower $700,000 ‘en wild thereat tor 


‘decrease and ultimately aitsappear in 195%. “af. the 


assumed ‘gonditions, ‘tneludad ne Mr. ‘Gavy! a ox timates of the 


Load, are not realized the deficit will, cf sourse, be 


Larger and pepeymen’ donger Meferred ¢ 10: 

The rovenue as shown in diagram 5 is predicated 
as stated, on @ rate of $20 fo the munioipalities and 
fis to pulp mills, these rates, in our opinion, would 
be fair. | 


the 8 tudy by ry rene is attached nereto as 


“appendix _s A Veh gtion by him of tho estimates of 


A ae ydre-tie dex CORY sion appears at appendix "B*... 


That there should be & Seth as § in the fhunder Bay 
System is not onan yor med Ig, ‘6 similar syston had 7 
constructed by private ‘interests. provision would have had 
to be made to carry the under tak ing over the penied that 
there ‘must nearly always be be tween cons true tion and the 
tine when power can te produced in paying quantitios ‘and. 
sold at paying rates. — Ho adequate provision is made by the 
Power Commission aot tor carrying the endortaking over this 
oritical period. | ta our opinion a earoful estimate anaes 
prior to dons trustion would hava shown that, re ‘all ie 
probability the undertaking would not be able to carry 
itself in its early stages, This probability should 


have been frankly stated to the Government by the Hydro- 
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Slectrico Commission at the time when application waa made 
for money for the undertaking. If, with this knowledge, 
the Government had decided to go on it would have done: 


eo with its eyes open. 


Ta prree |. | deficits net the Goverment should ve 
carried in a quapenge aecount and Popaid | to it by Se 
thundex Bay Systom,as regoipts from. sale of power place 
4 ¥ mm ees then. te 490g. eee aegh 8 time wild nqne 
aM TAU * nor have wo any Sount thay the time. 
will also GOms / 2 een at Cameron Faille will 
de. Ansuffioient ‘to supply the requirements of Fort ‘Allien, 


Fort Arthur and the surrounding distriot. 


Ko time must now be lost and no effort should 
be spared to ‘seoure customers for verre Redyhagheyihngishrses for 
the ‘bale of powor have ‘been warvied on in the past by the 
dydro~tlestrio Gouniesion, but apparently in a half-hearted 
manner~-~ at any rate Rand have been without result. From 
ovidones given > before ue it would appear thet if votn gt 
partios to ‘the negotiations are prepared to make a fair 


contract: no insuporadie ovstacies will ve found in the 
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“why. If a contract be made in oarly development should 


follow, anda large inerdasd in Fovenue would ve as#ured, 


Gne of the roasona alleged for the failure of 
the negotiations referred to was that the purchasers of 
Power could not progure on “enforceable” contract from 
_ehea HydrowSlectric Commission. ‘here were other terms 
in dispute between the parties but these wore trifling. | 
#8, 08Pr opinign the question of enforgeability should not 
, be, permit tod xg PP sh/ the way Of & contract being _ 
made, 12 there is any reasonable doubt as to whethor 


ie 


FBeh, @ Sontract ie enforeosbie, the doubt should be set 


Gb reat by appropriate legislation, 


ae | _ the municipalities themselves, upon whom the _ 
burden must ultimately ret, are deeply interested in 
promoting the sale of power, Konth after month and year 
after year, deputation after deputation has eome down, at 
great expense, from those sities to the Hydro-Zlectrie 
*“QSmalision tor the purpose of implementing any hogd¥iations 


‘going on for the ‘gale of power and Caviar them we 
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SUgGGessSTul conglusions © It is little wonder that’ re- 
presentatives of tho municipalities complain of having 


speat so much time and money on fruitles¢e errands, 


| ye betwoon the si ties of rors arthur and Fore 
willien, we feel that ‘there ought te be comple to equality 
of treatment by the Myérontlectrie Commission in the 
matter of both Low tonsion ‘and sein a bigeye power and wi bie 
oar yoaurs to the by ‘hat Port Arthur iS nearer the source 
Of powere o¥e find that, when the vote was taken, there was 
a sloar vnherrvessea de on You thie. fhe gone of equal rates 
should be extended to any improved lands ¢ontiguous to the 
municipalities, and there is much to be said in favor of 
laying down a general principle that in view of the ro~ 
sponaibility for the bipigon development assumed by the 
G@it.os of Port Arthur and Yort William, power should not 
be sold in any part of the Thunder Bay Din tries at @ lower 


rate than te fort Arthur and Fort William. 


the Provincial Government bas now to carry the 
load and will heave to carry on inoreasing load for some 
years to coma. Under these conditions it is imperative that 


it co-operate to the fullest possible extent with the Hydro} 
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Bleetri¢c Jommission to assure greater sales of power-- 


for it is only by the sale of more powor that the 


annual deficit can be reduced and revenue eventually 


made to balance expendi ture. 


It showld go furthor end 


ingigt that, where it is possible to make a contract with 


responsible parties for the sale of power on fair and 


reasonable terms, nothing should be permitted to prevent 


auch & ¢conutract being entered inte. 


Other questions may 


wait, but a deficit that is growing at the rate of $506,000 


@ year calle for prompt and effeetiva action. 


Dated November 15th, 192i. 


¥+ De GREGORY 
Chairman 
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